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“Death by Paperwork?” The impact of Local Authority procurement on voluntary and private children’s services providers Background The Nationwide Association of Fostering Providers (NAFP), Independent Children’s Home Association (ICHA) and the National Association of Independent Schools and NonMaintained Special Schools (NASS) represent over 400 providers of children’s services, meeting the needs of over 14,000 children. Fostering, special education and children’s residential child care being distinct areas of service provision it is to be noted that all three organisations have received reports from members on the increasing time being spent on procurement-related activity. It was this that prompted the March 2012 decision by the three organisations to join together to carry out an on-line survey with members, exploring their experiences of Local Authority procurement. The legal frameworks The provision of fostering, Special Educational Needs services and residential child care are all governed by statutory frameworks. These stipulate that services must be provided in response to the assessed needs of the child or young person and that the child or young person must remain at the centre of any process that assigns services to them. The Children Act has the principle of the ‘most appropriate placement’ and the SEN and Disability Act works on the principle that placements are made according to need. The primary purchasers of all of these services are Local Authorities. In addition to assessing the needs of children and young people and ensuring that their needs are met they must also have regard to making the best possible use of public money and achieving "Best Value". The Children Act 1989 also requires local authorities to take steps that secure, so far as reasonably practicable, sufficient accommodation within the authority’s area which meets the needs of children that the local authority are looking after (‘the sufficiency duty’). In the 1980s, compulsory competitive tendering in local government introduced the 3 Es – economy, efficiency and effectiveness. By the beginning of the 21st Century, in the wake of the Gershon report (2004) there was an expectation that these might have been replaced by the 4 Cs – challenge, comparison, consultation and competition. Over the past 4 years, the economic recession and subsequent reduction in Local Authority funding, has brought the issue of cost and price into sharper focus. There can be little doubt that this remains a significant challenge for local authorities, and that this has placed a strain on commissioning relationships. Additionally, as Local Authorities move towards a position where they are commissioners of services, rather than direct providers, there has been an increased focus on commissioning and procurement activity. The European Union Procurement Rules are increasingly driving the purchasing of children's services from the voluntary and private sectors. These indicate that public bodies purchasing services where the overall value of the Contract is in excess of 200,000 Euros should put the award of that



contract out to open tender. However, education and social care services are listed as Part B services and authorities are not obliged to follow the full tendering process for contracts in these service areas.



The survey and the sample The survey ran online from 1st-30th March 2012. It comprised 18 questions, which were a mixture of open and closed questions. The survey was advertised through the e-newsletters of NASS, ICHA and NAFP. There were 47 responses to the survey. Responses were relatively evenly split between fostering providers, children's homes providers and special schools. The 47 organisations in the survey are collectively responsible for in excess of 4000 placements for children and young people, covering England and Wales. Over 50% of the sample works with 22 or more Local Authorities and over 75% work with more than 10.



Findings Type and frequency of activity undertaken All bar one of the respondents had taken part in some form of procurement-related activity over the past 12 months. The most commonly undertaken activities were as follows: •



Competed in a tender to provide a service: 72%



•



Taken part in monitoring of an existing contract: 72%



•



Renewed membership of a preferred provider scheme: 57%



•



Joined a new preferred provider scheme: 55%



•



Competed in a tender to award a service for an individual child or young person: 36%



•



Joined a Dynamic Purchasing System: 32%



79% of respondents had been involved in 4 or more episodes of activity over the past 12 months with 23% having been involved in more than 16 episodes. Who undertakes this activity in organisations and how much time does it take? Procurement activities are managed by a wide range of professionals within organisations. The common factor is that all of those undertaking procurement activity have a senior role within the organisation. For smaller organisations, this is typically the managing director, company director, principal or home manager. For many larger organisations, that run more than one setting or work across the country, a central team manages procurement. In a few cases, teams have been set up with the sole function of managing relationships and contact and with Local Authorities.



The findings suggest that procurement activity is time-intensive. Respondents estimated that over the past 12 months they had spent the following amounts of staff time on procurement activities: •



1-10 days: 31%



•



11-30 days: 26%



•



31-75 days: 20%



•



More than 75 days: 23%



The least amount of time spent was reported as 2 days; the most was in excess of 365 days, with 2 full-time members of staff spending the majority of their time on this activity. What difference does it make? The final section of the survey considered the impact that procurement activity has on organisations. The first area considered was the impact on the number of placements. Responses were fairly evenly split between those who said there had been no change in the number of placements made in their setting and those who thought procurement had increased the number of placements made in their setting. 9% of respondents believed that procurement activity had decreased the number of placements made in their setting. Whilst some respondents commented that procurement activities raised the profile of their organisation, bringing them to the attention of a wider range of Local Authorities, others noted that some procurement activity, e.g. joining a preferred providers list, was no guarantee of actually receiving placements. Respondents were asked to note any positive or negative consequences of their organisation's involvement in procurement activity. Whilst around a third of respondents could identify no positive effects, over two thirds could, noting: •



Better relationships with Local Authorities



•



Increased understanding of Local Authority partners and their needs



•



Better understanding of contractual documentation



•



Greater transparency in costs and processes



Respondents identified more negative consequences than positive ones; commonly included were: •



Driving down costs below a level where high quality services cannot be sustained and organisations are under threat



•



The time and effort spent on paper-based activities rather than on direct work with children



•



Increased costs through increased staff time spent on activity



•



Emphasis on price rather than quality of service provided



•



Duplication of effort on activities which are similar but not identical



•



Decreasing contact with frontline professionals in Local Authorities as part of the referral and placement process



Respondents were asked specifically about the impact procurement had had on the cost and quality of their service. A third of respondents felt that there had been no impact on the services provided and noted this as a source of frustration, given the amount of time spent on such activities. Those who had noted an impact commented on a range of issues. The most commonly mentioned was pressure both to reduce costs and increase the range of services provided within current costs. Many noted the difficulties in doing this, reporting that service development was becoming increasingly difficult, whilst others voiced concerns that they were under increasing pressure to be able to maintain the existing quality levels of services. A few respondents stated that they were either not able to or not prepared to engage in cost cutting in order to win tenders; they felt that they could not afford to compromise the highly specialist nature of their provision.



What helps? What hinders? In the final section of the survey, respondents were asked to note the factors which help or hinder providers in undertaking procurement activity. They were also asked specifically about their experiences of referrals to their service. Respondents more commonly recorded experiences which hinder their ability to provide a high quality service, rather than help. However, over half of respondents were able to identify positive experiences of procurement. These included: •



Feeling as if an open and honest relationship had been established between provider and placing authority



•



Meeting more regularly with Local Authorities



•



Satisfaction in being able to provide a service which the Local Authority had been unable to provide



•



Good communication between both parties – particularly in respect of the needs of the child



•



Access to high quality information about the needs of the child and the service required



Respondents gave a wide range of negative experiences of procurement. The key areas of dissatisfaction were: •



Lack of face-to-face contact with commissioners



•



Lack of information or poor quality information provided by the Local Authority



•



Receiving every single referral from the Local Authority – even if these are clearly not appropriate to the service



•



Lack of feedback about the outcomes of tenders



•



Providers signing up to framework agreements which are not honoured by the Local Authority e.g. on fees



Respondents were asked to name individual authorities that had provided both positive and negative experiences. It is notable that many authorities appeared on both lists! It was also interesting to note that many respondents were reluctant to name authorities which had provided a negative experience. This might suggest that providers are keen to maintain good working relationships with Local Authorities as far as possible or reflect fears that criticism will result in a loss of placements. The findings of this study suggest that a provider’s perceptions do play a role in their experience of procurement Finally, respondents were asked to note what they thought Local Authorities could do to make the procurement process easier for providers and more effective in meeting the needs for children and young people. The responses are as follows: 1. Create a national procurement framework that could be followed by all Local Authorities. This would reduce paperwork for providers who work with multiple authorities. 2. Be open and transparent about the process and assessment criteria to be used. 3. Build and maintain relationships with providers – this enables us to better understand your needs and ensure that we meet the needs of the children and young people that you place with us. 4. Ensure that Local Authority procurement officers have training in understanding the needs of children and young people and are supported by children’s professionals. 5. Try to develop the market, rather than control it, by focusing on issues such as innovation and price flexibility rather than price fixing. 6. Simplify and reduce the amount of information asked for. 7. Develop two tier processes with minimal information provided at stage 1. Providers who meet the criteria for selection can then be asked to provide more detail at stage



2. This would ensure that providers who are unsuccessful have not had to invest the same amount as time as in a single stage process. 8. Create more opportunities to meet with providers on a regular basis. This helps develop trusting relationships. Involve your in-house providers in these events to create a “level playing field”.



Discussion The findings indicate that procurement activity takes up an increasing amount of providers’ time. Whilst approximately 40% of respondents believe that this has lead to the number of placements made in their service increasing, there are many concerns about the impact procurement has on providers. Overall, there are concerns that procurement activity is too focused on cost, rather than the needs of the child, too bureaucratic and takes up too much staff time. Key personnel are frequently diverted from deploying their accumulated knowledge and experience to be completing these imported non-child directed tasks. The issue of staff time is particularly important in economically constrained times. All staffing activity undertaken by providers must be costed and paid for. Inevitably, higher administrative costs will be reflected in the fees charged to Local Authorities. Given the high figures quoted in section one, it is clear precious financial resources are being diverted to meet external demands for information. In situations where providers are unable to raise the fees they charge to Local Authorities, savings must be made elsewhere within the service, without impacting on the quality of service. This challenge becomes more difficult each year as inflation means that the real value of fees decreases (there are few, if any, annual increases in fees). It must be noted that such procurement activity comes some way into an already existing efficiency drive imposed by Local Authorities on providers. Whilst it is reasonable that all make efficiency savings, these areas of service provision have been financially constrained for many years and the majority have already made as many efficiency savings as feasible. This is against a backdrop, as mentioned above, of inflation impacting on the real value of fees. The point must be made, strongly, that there is documentary evidence that the sector is now at the point where further cost cuts, without an ability to raise fees, will lead to a diminishing in the quality of the service provided. The purpose of procurement activity remains unclear to many providers. In policy, the process should lead to Local Authorities, and children, having more choice of providers and being able to achieve the best outcomes for children and young people for the best possible value. There is little, if any, evidence that procurement activity significantly changes the pattern of Local Authority placements and there has been very little explicit focus on the outcomes for children and young people. For example, outcomes have not received the same investment in development as have the development of Cost Calculators. The majority of these latter have not been developed in conjunction with providers, who will have grave reservations as to the disaggregation of a holistic service and would support other methods of accountability of costs. We have not seen procurement lead to an increase in the choices given to young



people. It is not proving to be the empowering approach that was envisaged. If anything it now actively excludes the smaller provider who cannot divert time and money to ensure inclusion in procurement process. The practice we now give the title ‘Commissioning’ has become denuded of its original clothing. Currently we have a practice that has been developed to ‘manage an external market’ rather than maximise outcomes across a range of placement options. It feels rather as if the 'chickens have come home to roost' at the expense of the young people and providers. It is the latter group who continue to take the blame, though they feel excluded from development of the system and made powerless to do anything any other than comply, for fear of survival, and to try to respond positively to a system that is not childcentred, and does not actively promote child welfare. We would argue that this is antithetical to good child development. This leads many providers to believe that time spent on procurement activity is wasted time and, more significantly, wasted money. At a time when finances are constrained, it is crucial that all resources are spent as efficiently as possible in meeting the needs of children and young people. Money spent on paperwork is money which is not being spent on children and young people – an unacceptable situation. Government themselves recognised this in the Cabinet Office-led Red Tape Challenge, part of which focused on looked after children (http://www.redtapechallenge.cabinetoffice.gov.uk/looked-after-children/). This survey has looked only at the views of children’s services providers from the voluntary and independent sectors. We would now seek to hand the baton to our Local Authority colleagues to undertake further research on their experiences of procurement. In particular, we would ask: •



How much time does your staff spend on procurement-related activity each year?



•



How do you assess whether that has been time well-spent? For example:



•



Have you increased the range of providers that you work with? Have you achieved better outcomes for children and young people?



•



How do you ensure that statutory processes are properly followed within your procurement activity? For example, how do you reflect parental choice in special school placements; how do you achieve placement stability and choice for Looked After Children?



With “co-production” noted as a core feature of successful commissioning practice, it can be argued that the recommendations made by respondents for improving procurement activity are reasonable and achievable. In addition to those made by respondents, we would call for particular consideration to be given to children’s services in the current review of the EU Procurement Rules. Whilst we welcome the intention to raise the threshold for tender from 200,000 to 500,000 Euros we are concerned that this, coupled with the intent to remove the category of Part B services, will still leave many placements for vulnerable children and young people open to the tendering process. We would call on Government to seek to address this and to recognise that procurement activities do not work effectively for children with complex needs.



Developing Good Commissioning Practice In concluding the report of the survey, we return to a reminder of good commissioning practice. This is an essential dialogue that must be expanded between local authorities and providers to address the current disarray for young people and providers. We remain concerned that far too many local authorities have not asked providers or young people in any meaningful way for their experiences of what has been imposed upon them. More importantly, we are not aware of any Local Authority which has yet completed an impact assessment on their strategy and who is in a position to given an evidenced picture of where they assess child care will be in 5 years time. It is worrying that the current situation may lead us away from Sufficiency and Diversity as it would appear that sustainability is a neglected issue. This is poor child care and poor financial planning. Matching a child’s needs to a placement that can meet those needs is the single most important thing that can be done to improve outcomes. This in turn delivers efficiencies. The right placement will: • Deliver outcomes which will likely reduce the need for costly long term support into adult life • Deliver stability and the associated outcomes and benefits • Significantly reduce the need for Social Work intervention which releases Social Worker capacity for preventative work • Reduce the significant resources needed to manage placement breakdowns or compliance • Break the cycle of deprivation and dysfunction which proves to be an enormous and incalculable cost saving)



Good matching is facilitated by choice. With a shortage of skilled and quality provision, to get the best match for a child, staff looking for placements must be empowered to search all possible options, regardless of whether these are in-house or external. Well-performing local authorities have one or more of the following in place: • A consistent placement officer who scrutinised referrals for their quality and ensured that criteria within them was specific. (This was not just about accurate assessments, but about ensuring the information was presented in a meaningful way for providers) • A consensus over essential and desirable criteria (Interestingly, when compared with other criteria, geographical location is often seen as a desirable, rather than essential criteria) • Responses were checked for their match against essential criteria before being passed to the child’s social worker / decision panel. • A formal written matching policy which was implemented with specific training on the placement procedures. • Overall there was a much stronger emphasis on matching amongst the well performing local authorities. Many of these appeared to have systems for quality checking the way that information in referrals is presented and meaningful to providers in the first place. The more specific the referral information and clear weighting of criteria makes the matching process more effective.



Finally, we are keen to promote a return to the “Relational Commissioning” model first described by Petrie and Wilson (1999). This asserts that commissioning is more than ‘shaping the market (though this is a function that is achieved collectively). It is defined by the following: • A shared identity and common value system; • Mutual dependence and trust; • Risk-sharing; • A presumption of the incompleteness of the contract; • A commitment to managing contractual arrangements; • Extensive communication between partners This is not just good child care but, as writers on good business administration also make clear, developing cooperation, good will, flexibility, responsiveness are helpful and the excessive use of self-interest, rivalry and opportunism, tight and restrictive contractual controls, adversarial and disrespectful practices are not. This is a message that must remain central when we consider meeting the needs of our most vulnerable children at the most challenging of times economically.
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